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Del Mar, California, Thursday, July 19, 2001
10: 05 a. m

MR, WOOD: Good norning |adies and gentlenen. WII the
neeting please cone to order. This is the regular neeting of
the California Horse Racing Board bei ng conducted on Thursday,
July 19, 2001, at the Del Mar Satellite Wagering Facility in
Del Mar, California.

Present at today's neeting are: Chairnman
Robert Tourtelot, Commi ssioner WIIliam A Bianco, Conmi ssioner
Sheryl Granzella, Conmi ssioner John Harris, Conm ssioner
Al an Landsburg, Conm ssioner Roger Licht, and Conm ssi oner
Marie Moretti.

I f you have any business to conduct in front of
this nmeeting today please give the court reporter your nane
and a business card if you have a business card. Wth that
the neeting is nowin order. And I'Il turn it over to our
chai rman, Robert Tourtel ot.

M. TOURTELOT: Good norning and wel cone to the July
nonthly neeting of the California Horse Racing Board. Before
we start on the agenda, there's two itens: | want to on
behal f of the Board thank Joe Harper (phonetic) and Del Mar
for allowing us to use their facilities, and also for a great
openi ng day yesterday; and secondly | wanted to recognize
Lonni e Powel | (phonetic), who is here with us sonewhere. And
Lonnie is going to be leaving for Lexington, Kentucky at the
end of the week to take over the Racing Conmi ssioner's

International Organization. So you have our congratul ations
and best wi shes, Lonnie.
First itemon the agenda is the approval of the
m nutes of the regular neeting of June 1, 2001
Is there a notion?
MR. LANDSBURG  So noved.
(Motion was unani mously carri ed)
MR, TOURTELOT: Second item discussion and action by
the Board on the Application for the License to Conduct a
Horse Racing Meeting of the Bay Meadows Operating Conpany at
Bay Meadows, commenci ng August 31 through Novenber 5, 2001
MS. WAGNER: Good norni ng, Conmm ssioners.
Jacki e Wagner, CHRB staff. The application before you is from
the Bay Meadows Operating Conpany. They have filed their
application to race from August 31st through Novenber the 5th,
which is 52 days, which is five days less than they raced in
the year 2000.
They are proposing to race a total of 447 races or
8.6 races per day. They are requesting to increase the nunber
of races if sufficient -- if horses are avail able. They need
the ten percent requirenment for stakes purses paid for Cal-bred
stakes races. We've also received an anmended
cal endar request fromthem They are proposing to race on
Monday, Septenber 24, rather than Thursday, Septenber the 6th.
They will be racing five days per week, Wdnesday through
Sunday; four days per week August 31st to Septenber the 3rd;
si x days per week, which will be a Wednesday through a Monday,
on the weeks of Septenber the 5th through 10th, October 3rd
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through the 8th, and Cctober 31st through Novenber 5th.

They are proposing to race eight races per day on
Mondays, Wednesdays, Thursdays, and Fridays; nine or ten races
on Saturday; and eight or nine races on Sunday. First post
time will be 1:45 p.m daily between August 31st and Septenber
23rd; proposing a 12:05 p.m post on Septenber the 26th
t hrough Novenber 5th, and a 7:15 p.m post tinme on Friday
ni ghts.

The m ssing information that was noted in the
analysis, | do have an update on that. The horseman's
agreement has been signed. It is subject to approval of the
overni ght stakes. The fire clearance is being perforned as we
speak and we should receive that by Monday as soon as we get
back to the office. And we have received the financia
statements for the year 2000. Staff would recommend the Board
approve the application.

MR, TOURTELOT: Any coments or questions fromthe
conmi ssi oners?

MR. HARRIS: What is the logic of that six-day week on
Sept enber 247

MR ZIEGLER: |I'm M ke Ziegler from Bay Meadows.
Originally we had intended on running on Thursday, | guess
it's Septenber 6th, and due to the fact that Del Mar cl oses on
the 5th and Fairplex doesn't open till the 7th -- we want to
run concurrently with the south; so we're switching that date
whi ch was all ocated out with the 24th, which would be closing
day at Fairplex, thus concurrent racing opens up

MR. HARRI'S: Do you have any concerns about field sizes

with these six-day weeks?

MR, ZIEGLER: Obviously field size is a concern, but
we're pretty confident in the fact that -- the way Fair has
turned out this sunmer, that noving forward we'll be able to
continue with the six-day weeks successfully as they have been
so far this sumrer.

MR. HARRI'S: Do you have six-day weeks for the whole
week if you can get thenf

MR. ZI EGLER:  No.

MR. HARRI'S: On page 5, one of ny issues on these
applications is that we're trying to redo the applications and

see if there's anything, you know, that would make -- be
better stated different ways. And one of the things -- |I'm
not sure if it's the math or if there's sonething I'm

m ssing -- but you say the estimated purse distribution of al

stakes race is 450,000, but on the next page there's $650, 000
worth of |isted stakes that doesn't even include the overnight
stakes. So what are we m ssing here?

MR ZIEGLER: \What we're missing is the noney provided
to us by Breeder's Cup.

MR, HARRIS: | see. Are you talking about running any
over ni ght stakes?

MR, ZIEGLER. W are going to run overni ght stakes, but
the schedule is still pending. And those will be listed as
overni ght races as opposed to stakes.

MR. LANDSBURG. While you're provisioning for the
possibility of five nore days, where would you put thenf?
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MR, ZIEGLER: No. W have five additional days | ast

year. That's what we stated.

MR, LANDSBURG. | thought | heard Jackie -- | thought
read, if you have sufficient races or horses avail able you
want to go five nore days.

ZIEGLER: Actually the statement was referring to if we
have sufficient horses available we'd like to run nore races
than the 8.6.

MR. TOURTELOT: Jackie, | note the absence of the
provi sion regardi ng the backstretch that all |aws, regul ations
have been conplied with. Wen are we ever going to get that
into our application? 1It's been al nost a year now.

MS. WAGNER: W are working to finalize that as we
speak. There have been proposed changes to that application
and we have conpl eted those changes. And that is in the
process of being noticed.

MR, TOURTELOT: |If there's going to be further delay
because of other changes that people can't, you know,

finalize, I think we ought to still go ahead and put in the
backstretch that -- something that we've tal ked about. |
don't think it's that conplicated to put in there.

MS. WAGNER: | will nmake that note for the follow ng

neeti ngs, because we are inspecting those backstretch areas.
Those are being done in conjunction when we do the track

safety inspections. |In the future | will nmake a notation on
the anal ysis so that you know those i nspections are happeni ng.
MR. TOURTELOT: | know they're being done. M. M nam

came down and did the Del Mar, but we want the
representation with respect to all the laws and regul ati ons

and safety.
Any ot her questions?

MR, HARRIS: This sort of ties into the application on
page 6, it tal ks about the mini mum nunber of stalls with the
race being 900. That doesn't really seemthat |ogical that
you coul d conduct the whole race with 900 stalls.

MR. ZIEGLER: That nunber is referring to the nunmber of
stalls on track, but we're also using as many as 1100 off
track at the Golden Gate Fields facility as well as Pl easanton
area.

MR, HARRIS: As | interpreted that, the formis
supposed to be how many total stalls you need to conduct the
race neeting, is what it says. And it should really be that
total nunber and then you figure how nany you have on track
and how many you have off track

MR. ZIEGLER: | understand where you're coning from
and we should note that for future applications that it would
be the total nunmber that we're using as opposed to what's just
on track.

MR, HARRIS: | don't know if anyone's here from
Sacranento, but | know they had sone concerns on overlap as
far as the quality of racing.

MR. ELLIOTT: David Elliott, California State Fair
"1l be brief, | promise. W have -- our condition book is
out. We have witten our condition book in a manner to where
the four days of overlap -- we do not have one race in the
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condition book that is about a twelve five claimer. | believe
we have two twelve five maidens, and we have two open twel ve

five clainmers. And, you know, if the Board -- if Bay Meadows
is going to be allowed to run the total nunber of races that
they're asking for and overl ap weekends, then maybe | woul d
just ask if there's some way the Bay Meadows racing office can
work with our racing office in trying to schedule races, so
that we're not on top of each other |ike we have been for
every single year since |'ve been around regardi ng the cheaper
horses, the 32's, the 4's, the 6250's that basically -- you
know, we run a |lot of maiden eights on the |ast weekend, and
yeah, that's great if they're full fields, but we'd like to at
| east have a shot of keeping the full fields that we expect to
have during the first part of our neet w thout overlap

MR. LI EBAU: Jack Liebau, president of Bay Meadows. |
think in the past that there has been a certain amunt of
coordi nati on between Bay Meadows and Cal Expo. And, in fact,
| think in the prior two years the racing secretaries did, in
fact, work on the condition book. This tinme it's been sort of
preempt ed, because the condition book in Sacranmento is already
out .

I would note for the record that during the
overlap last year the Sacranento averaged 7.68, only averaged
7.13 when they weren't overlapped. Also | think there's
different types of horses as far as -- our average purse at
Bay Meadows is 18,000 plus. And during the overlap |ast year,
they ran 9,000. So | don't really think we are using up the
same horse popul ation.

Also | find it hard to understand how races, which
I think M. Elliott was objecting to, on Labor Day woul d

i mpact him since Labor Day is his closing day. |If he did
think there was a problem-- | know it has been suggested by
CARF that the fairs take their entries earlier; that would
hel p them as far as sinmulcasting on the out-of-state basis.
And so we woul d have no objections to themtaking entries on
Friday instead of Saturday for Labor Day. And, you know, that
way their racing schedule is set. Thank you very nuch.

MR ELLIOTT: M. Liebau brought up the difference in
purses paid on overlap weekend. | don't know if that neans
they will continue to have that high purse paynent schedul e
during that overlap weekend, which basically says that they'l
run the all owance ones and all owance twos and the higher
priced clainers. And | think probably in that nunmber too is
t he $125,000 turf chanpi onship that they -- on that weekend
including in that -- on that Sunday or Mbnday.

| guess ny point is, if we could just -- if they
woul d | eave the 32's, the 4's, and the 6250's al one and al | ow
those cheaper horses to continue to have those racing
opportunities on the fairs until they wait to go down to

Fresno or whatever -- | don't even know that they need those
horses. It doesn't sound |like they do, since their purses are
pretty high on that overlap weekend. | guess |I'mjust asking

the Board if they could possibly suggest that to Bay Meadows.
MR. HARRI'S: This is the problemfor all overlap as far
as -- part of the theory of overlap is that you' re using
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di fferent pools of horses, where if Bay Meadows coul d agree to
not run claimng races bel ow, say, 8,000 or so just during the

period of overlap, it would help the total circuit, | think.

MR, LIEBAU: | think it's difficult for us to make any
sort of recommendation. |[|'ll say that we will do our best,
but we have to fill our card. And there are sone trainers
that just are not going to shift fromeither Bay Meadows or
Gol den Gate to Sacranento. It is a two-hour thing, so,

mean, to say that they're going to be foreclosed from running
on those days | don't think is reasonable.

All | can say is in the past there hasn't been a
problem In the past Cal Expo, at least in 2000, had a higher
field average during the overlap period then they had during
the unoverlap period. So, you know, it's worked in the past.
The 7.68 that they had during the overlap period, through
coi nci dence, happens to be the ampunt of the average field
size for the entire California fair circuit. So the
statistics show that it hasn't been a problem

MR, TOURTELOT: How exhaustively was this all discussed
| ast year at the race committee?

MR, LIEBAU. | suspect that to sone extent it's been an
i ssue every day. | think we started out this discussion by
sayi ng, you know, Chicken Little -- that Bay Meadows is going
to say the sky is falling, as | recall. So, yes, |'msure
that it was.

MR, TOURTELOT: It just seens that we had all this

di scussion with Chairman Niclaus' conmittee | ast
year. We're just having it over again. And we're going to
have it again Friday for next year

MR ELLIOTT: | just wanted to respond to the 7.68.
didn't know that 7.68 was a great average field size. |

didn't know that we were down to us being happy about 7.68,
and |I'Il stop on this issue. But the Board -- | would like to
di scuss item nunber 2 and 3 on ny letter that | sent to the
California Horse Racing Board whenever | may.

MR. TOURTELOT: You want to discuss 2 and 3 with
respect to this application?

David, did you say you want to discuss 2 and 3

with respect to this application?

MR. ELLIOTT: Yes, sir

MR. TOURTELOT: You better have at it, because we're
about ready to rule on it.

MR. REAGAN:. Conmi ssioners. John Reagan, R-e-a-g-a-n,

CHRB staff. 1In regard to item2 in David's letter of June 29
he asked whi ch code section enables this situation with Bay
Meadows and Pompna -- the code section is 19601H It's

paragraph H of the code section that allows the northern and
sout hern exchanging signals. So that's the code section that
he's looking for. And it does apply to Bay Meadows. |t does
not apply to Del Mar and Hol |l ywood Park. So we can certainly
assure himthat is the appropriate code section.

For item nunber 3, this is another esoteric gray
area, but kind of an interesting one that he pointed out. |
have to give you a little bit of background on this. In 1994
they authorized the north/south signal as we spoke of earlier
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but before that they authorized the off-track wagering within
California. And one of the provisions of that code was that
satellite wagering facilities would receive two percent of
what ever they handl ed. There was sone prorated days and what

have you, but essentially it was two percent.

Then, like |I said, in 1994 when 19601 cane into
| aw, they have a special sentence, an interesting one, that
tal ks about "for wagers on out-of-state and out-of-country
races made within the association's or fair's enclosure, one
percent shall be distributed to the association or fair as a
satellite wagering conmm ssion.” So now we were sitting there
with a new kind of handle. It was off track in a sense that
it was certainly taking a simulcast signal, but it was within
the encl osure of the host, which is generally on track

So we suddenly had this on-track sinul cast
i nterzonal -type wager, and the code pointed it out as slightly
different, because it said only one percent shall be taken.
So we sinply designated that as on-track interzonal simulcast.
So then what happens is going back to the '88 law -- the '87
| aw, when you're tal king about the northern zone overlap, you
tal k about sharing the expenses 50/50. And then the question
is, the expenses that are generated by the on-track | ocation
are they included in, as M. Elliott says, "the pot." And at
that point we decided the answer was no. This was on-track
handl e even though it was sinulcast interzone and it did
generate expenses.

The expense noney, as he indicates here, that
money did not have to be put into the pot. It was not
of f-track sinmul cast expenses, it was kind of on track. And
that was the decision we made. And that's what we' ve been
working with. So that's a little conplicated, | know. It's a
little strange there, but it's one of those gray areas that we

came up with a decision and that's what we've been worKking
with. That's the best | can do.

MR. ELLIOTT: | wasn't in on those conversations.
Qobviously | had a dog in the fight, because it's during the
four days of overlap. | would like to speak about item nunber
2 first that respectfully M. Reagan referred to in 19601. H
19601H is current horse racing law. | have copies of it for
any of the conm ssioners that wish to have it. It talks
specifically: "during cal endar peri ods when both the fair and
t hor oughbred associ ati ons conduct live racing, the anounts
deduct ed under this section shall be distributed on any day
of overlap as provided in section 19607.5, except that the
applicable state license fee shall be at the rate specified
for nonfair neetings"; subdivision B, section 19607.

Those two sections, 19607.5 and 19605.7 only talk
about overlap in the northern zone. They have absolutely
nothing to do with the north/south signal exchange between
Bay Meadows and Ponona during that cal endar period. M
argunent is, if Bay Meadows is allowed to take that reduced
license fee during that Ponpna period, which |ast year alone
amounted to $150, 000, then Del Mar and Hol | ywood Park shoul d
both -- both be able to take that reduced |icense fee when
they're running in the south and the fair is running in the
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northern zone peri od.

There is absolutely nothing -- they call it a gray
area, but if it was neant to be, it would be in law. If it
was -- if they were allowed to take that reduced |icense fee,
it would be inlaw. It would be very specific that when Bay

Meadows i s running agai nst Ponona, they would be able to take
a reduced license fee. M other issue on item nunber --

MR. ZIEGLER: | think we have to realize here that our
current mnmutual handl e and distributions are audited on a daily
basis by the state auditor. And this has been for sone nunber
of years past practice and interpretation of this section. It
does not involve Cal Expo at all. [It's part of a continuing
attack by Cal Expo on Bay Meadows. |If, in fact, Holl ywood
Park and Del Mar are not taking advantage of this section,
that is their business. The section is very clear. | should
say | hope it's very clear, because, in fact, | had a lot to
do with drafting those sections. The past practice and the
interpretation by both the staff of the CHRB and the auditors
has been going on for years. And it doesn't involve Cal Expo
at all. Thank you.

MR, TOURTELOT: You know, | guess | shouldn't have had
a glass of wine |last night, because I'mtotally confused.

MR, ELLIOTT: It's neant to be confusing, Conm ssioner
That was my point. If it was neant -- if it was legal it
woul d be very clear in |law that they should be able to do it.
It would be very clear.

MR. TOURTELOT: | don't know what to do about this,
David. | don't understand this at all

MR. REAGAN: One point here, the paragraph H that we're
concerned with here, is in the code section 19601 that did
authorize the north/south exchange of signals. So first of
all we look at it in context of the overall section it's
within, and that was the one that was put on the books for the

speci fic purpose of exchanging the north/south signals.

So we feel in that context the Bay Meadows overl ap
with the Ponmona fair -- thoroughbred fair overlap, now we're
within 601; that seems to be what we're tal king about here.
Then specifically within paragraph H, it tal ks about the other
code sections, refers to those. So as best we could, we took
the law that was presented to us and inplenented it after
di scussion with the various parties involved.

And M. Elliott is correct; at that tinme he was
not in the current position. And when we sat down with the
associ ati ons and CARF and di scussed how to put the pencil to
t hese nunbers, how to distribute these dollars, he was not a
pl ayer at that point, but we did come up with a little bit of
gi ve-and-take-type of solution. And as indicated, when we
work with conputers and nunbers, we can't have gray areas. W
have to eventually nake sone kind of decision. And we cone to
some kind of conprom se decision and we all wal k away fromthe
table with a little give and take and we cone up with an
answer we can all live wth.

MR, TOURTELOT: |'m going to have to cut you off.
Staff recomends that we approve the application condition
upon receiving the additional information. And that assunes
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that the staff has considered your letter and M. Reagan's
comments. So you go ahead and say what you want.

MR. ELLIOTT: | obviously have other |egal avenues to
go through regarding the interpretation of this law. | did
want to nention one thing. As | stated in my letter, this is
not an attack on Bay Meadows, if you will. This is basically
whatever is right and whatever is fair. |If the Board is going
to all ow Bay Meadows to continue to do this, then the Board
nmust consi der a request by Del Mar and Hol | ywood Park. |f

they choose to have another 850, $900,000 in their pocket
during their neets, the Board nust consider that as well

| believe there was an application to this Board a
few years ago fromDel Mar -- |I'mnot sure -- asking to be
able to apply the sane law to their neet, and | believe it was
turned dowmn. But the point to ny letter is, |I'mnot attacking
Bay Meadows. |'ma state enpl oyee. W have to make 40
mllion dollars in license fees every year. All |I'msaying is
everybody shoul d be paying their fair share. Wat should be
good for one, should be good for everybody.

MR. WOOD: M. Reagan, how | ong have we interpreted
section 19601H in which you' ve just described? It's been
quite sonme years that we've been inplementing that procedure.

MR, REAGAN: Yes. It will be seven years next week.

MR, TOURTELOT: Wiy is this comi ng up now, Dave, after
seven years?

MR, ELLIOTT: | just found it.

MR, TOURTELOT: Any nore comments from the audi ence?

The chair will entertain a notion to approve the
application as subm tted subject to the additional information
with the parties.

MR HARRIS: | would Iike to see -- | don't know if we
have to make it part of the approval, but Bay Meadows did
conduct some good-faith effort to try to put on races that
don't conflict with the |ower l[evel clainmng races that Fresno

and Sacranento would be trying to -- |I'mnot talking about--
maybe 6250's and 5's and 4's during that period would be
hel pful to not have those taken away fromthe fairs.
MR, TOURTELOT: Ready to nake a notion. (LANDSBURG MORETTI )
(Motion was unani mously carri ed)

MR, TOURTELOT: Passed. The next itemon the agenda is
item 3, discussion and action by the Board on the application
for license to conduct a horse racing neeting of the Hunbol dt
County Fair at Ferndal e, commenci ng August 9 through August
2001.

M5. WAGNER: Jacki e Wagner, CHRB staff. The Hunbol dt
County Fair has filed this application to race from August 9th
t hrough August 19th, which is ten days, which is the same
anmount of days that they raced in the year 2000. The fair is
proposing to race 74 races, which is three races | ess than
they ran last year. They will be racing Thursday through
Monday the first week and Wednesday through Sunday the second
week; six races on Monday, seven races on Wdnesday and
Thur sday, nine races on Friday and Sunday, and ten races on
Sat ur day.

The nunber of races programmed for each breed will
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be determ ned conditioned upon the nunber of avail abl e horses.
Their first post tinme is 1:55 p.m on Saturday and Sunday.
They will have 2:25 p.m post on Mnday, Wednesday and
Thursday and a 3:25 post on Friday. Their wagering program

will use all CHRB rules. The analysis indicates there are
some missing itens. W have received the thoroughbred
sign-of f for Hunboldt. | have received that. And to date we

are mssing the fire clearance and the horsenmen's agreenent
for the quarter horse and the Appal oosa. Staff would
recommend that the Board approve the application contingent
upon us receiving that m ssing information.

MR LICHT: Jackie, on page 9-A3, aren't those the
stewards, not the placing judges, or are those serving the
same function?

MR, WOOD: Conmi ssioner, the only exception to these
pl aci ng judges being the stewards at Ferndale -- it's been
that way for years. |It's very tight quarters, limted anount
of equipment. And in this particular instance the Ferndal e
has the steward service which we approved that and adopted
that for many years.

LICHT: And there's never been a problemwth it?
WOOD: We've never had a problemwith that.
TOURTELOT: And they pay the additional incone for
t hat ?
WOOD:  No, sir.

LICHT: You'd be setting a precedent.

. WOOD: It's been going on for quite some tinme. W
haven't accepted any other exceptions. |If you attend a race
at Ferndale, you would see that's quite acceptable.

MR LICHT: Okay. Wiy on the first page do we have a
$6 m ni mum purchase of a voucher on wagering? That's the only
pl ace we do that too; right?

MR, HARRIS: | don't see why that's necessary.

MR. WOOD: M. Corby, why is there a $6 mi ni num for
sel f-service nmachi nes at Ferndal e?

292 333

MR. KORBY: Chris Korby, California Authority of Racing
Fairs, on behalf of Hunboldt County Fair. The question is $6
m ni mum on the voucher purchase?

MR, HARRIS: Yeah. That's all exotics, | guess, but |
don't see why you need to do that.

MR, KORBY: That's a decision by the Fair and they've
decided to do that. | can comunicate the desire of the Board
to have that otherwise, if that's the case.

MR. HARRIS: It just seenms kind of confusing if one

wants to make a bet and the thing's not working. | don't
know. It just seens |ike sonething that's not really
necessary.

MR, KORBY: Typically that mnimum voucher purchase is
| ower .

MR, TOURTELOT: Any ot her questions?

MR, LICHT: | would prefer you communicate it unless
there's sone other reason they don't want it that way.

MR. CORBY: On behalf of the Fair, 1'Il represent that

that woul d be | owered.
MR. HARRIS: It is nice to see they're doing early bird
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wageri ng, because nost of the Fairs don't do that, do they?
MR. KORBY: That's correct.
MR. TOURTELOT: Any other questions from-- questions
or comments fromthe audience?
The chair will entertain a notion to approve the
application for the Hunboldt County Fair. (LI CHT/ MORETTI)
(Motion was unani mously carri ed)
MR, TOURTELOT: Next itemon the agenda is the item4

Di scussi on and action by the Board on the application for
license to conduct a horse race neeting of the Los Angel es
County Fair at Fairplex, comencing Septenber 7th through
Sept enber 24t h.

MS. WAGNER: Jacki e Wagner, CHRB staff. The
Los Angel es County Fair has filed this application to race
from Septenber 7th through Septenber 24th for 18 days, which
is the sane anpunt of days that they raced in the year 2000.
They are proposing to race a total of 216 races, two races
nore than they ran in 2000. They will be racing 18 straight
days with 12 races per day. They will have a first post tine
of 1:00 p.m daily. Their wagering programw |l utilize CHRB
rules. Early wagering is scheduled for 8:30 a.m at Hol |l ywood
Park. The analysis indicates that we still have m ssing
information fromthis application. That infornmation has been
received. W've received the horseman's agreenment for the
Appal oosa and quarter horse. And we've also received the fire
cl earance. The staff would reconmend that the Board approve
the application.

MR. TOURTELOT: Any comments or questions fromthe
conmi ssi on?

MR, LANDSBURG. Just a quick note. It seenms to nme if
they're noving down to 1: 00 p.m, they'd still be running 12
races -- aren't they going to be running -- | don't renmenber.

MR, HARRI S: They've got |ights.

MR. LANDSBURG That's what | didn't renenber.

MR, TOURTELOT: Any comments from the audi ence?

MR. LANDSBURG. |'msorry. | had one other question

when | read it. \Wat does "the right to have maxi mum
di scretion over exotic wagering" nean? What discretion are
they asking for? | have no idea what that request neans.

MS. WAGNER: |Is there a representative from--

You're retired but maybe you can cone forward and give us

a hint.

NEI L O DWER: What was the question?

MR. LANDSBURG. What is the right to request maxi mum

di scretion on exotic wagering? | don't quite understand the
request. What does "maxi mum di scretion” nmean?

NEIL O DWER: | don't have the slightest idea.

MR, HARRIS: | would guess that it nmeans that forms --

like things that you're already doing now, but you're not
going to do any twin trifectas?

NEIL O DAWER: | don't think we have ever
requested any devi ation on wagering fromwhat was in our
license application.

MR, WOOD: | don't recall any change in exotics that
we' ve been dealing with you either. | guess this is a
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standard format that you put in this application

NEIL O DWER: It's not anything that we added
this year. Neil O Dwyer, Fairplex.

MR, TOURTELOT: Thank you, Neil

MR, HARRIS: On the off-site stabling, is there a
different systemat the fairs, or do you accunul ate npney
every day effectively to pay for off-site stabling? Because
it shows the total cost for your off-site stabling for the
nmeeting is 100,000, which would only be 5,000 a day or so.

And | thought the cost was nore than that going to Santa Anita
and Hol | ywood Park.

MR. SEDER: M ke Seder. Comm ssioners, the
rei mbursenent is for vanning during that period of tinme. |It's
not for stabling.

MR, HARRIS: |Is there any stabling noney going out or
just --

MR. SEDER: There's no stabling noney at Fairplex. |
think there will be at other facilities. So what we have in
here woul d represent the rei mbursenent on the vanni ng back and
forth.

MR HARRIS: Wile Fairplex is running are the other

tracks getting -- like Santa Anita and Hol |l ywood Park, getting
sonme sort of a stipend for providing their stable?

MR. SEDER:  Yes.

MR, HARRIS: So that's com ng from Ponona or fromthe
fund?

MR. SEDER It's coming fromthe fund.

MR. HARRI S: The fund's generating nmoney, but it's not
really --

MR, TOURTELOT: Any other questions from anyone in the
audi ence?

The chair will entertain a notion to approve the
application for Los Angeles County Fair
(Motion was unani mously carried) (GRANZELLA/ HARRI S)
MR. TOURTELOT: Next itemis 5, discussion and action
by the Board on the application for |icense to conduct a horse
raci ng neeting of Capitol Racing at Sacranmento, comencing

Septenber 28th through February 22nd, 2002.
MS. WAGNER: Jacki e Wagner, CHRB staff. The Capito

Raci ng Associ ati on proposes to race from Septenber 28th
t hrough February 24th. They will be racing -- they're
proposing to race 84 nights with 989 races or 11.8
races per night. |f sufficient horses are available the
Association is requesting to increase this to 96 nights
and 1,109 races or 11.6 races per night.

They're proposing to race four nights per week,
Wednesday through Saturday, if sufficient horses are
available. Capitol's also proposing to add 12 Sunday ni ght
race nights in the nonths of Decenber, January, and February,
which would bring their racing to five nights per week. Their
first live post is 5:35 p.m daily, and 6:45 p.m post on
October the 19th. Their wagering program woul d use a
conbi nati on of both CHRB rules and the RCl rules.

There are still sonme itens outstanding on this
application. They include the horsemen's agreenent, fire
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cl earance, stake schedule, and the nanme of the racing
veterinarian. W have received notice that the |ease
agreenent has been conpleted and that will be forwarded to the
CHRB of fice by Monday. The staff would reconmend that the
Board not approve Capitol's request to race five days a week
until they are able to show that they do have sufficient
horses available for that request. And we are recomendi ng
that the Board approve the application upon us receiving the
additional information missing in the application.

M5. MORETTI: Jackie, what is sufficient? |s there a

nunber attached to that?

MS. WAGNER: There's not a specific nunber to ny
know edge, but in terns of the field size and the nunber of
horses that are available |'m sure that would be something we
woul d | ook at before granting that request.

MR, HOROW TZ: Alan Horowitz, Capitol Racing
Association. The reason that we had requested these
addi ti onal days was one, because in conversations with our
raci ng secretary and his comuni cati ons with horsemen around
the country and in Canada, there is opportunity to recruit
addi ti onal horses for our program Qur program has stabilized
now. For those of you who have been on the Board a couple of
years, you know this is the first year that all of the racing
dates for harness have been at Cal Expo. |n the past they've
been at Los Al anitos January, February and March when there
was no quarter horse racing. Now we race with quarter horses.
They race at Los Al, we race at Cal Expo during the sane
period of time.

We' ve stabilized the program The programis
growi ng each year. Every first top-tier harness racing
programin the country races five days a week. And the
horsemen who race at those neets expect that they can get al
of their horses raced. The unique thing about the standard
bred horse is that our horses -- npbst of our horses race every
week, unlike the thoroughbreds or the quarter horses or the
Arabi ans. So when soneone is contenplating shipping out of
California, they look to see and they try to convince their
owners that there's racing opportunities that's sufficient out

here.

| think what we're essentially asking for is if we
only have horses sufficient to race four nights a week, we
will continue to race four nights a week. Wen we -- instead
of having to conme back to the Board and have this kind of a
hearing and wait for that nonent, we'd |ike to be able to say

when we're recruiting -- and our neet, by the way, ends next
week. So it's inportant that we get this information out to
our horsenmen as well to buy additional horses. |If we can
advertise that we have the option to go five days, if
sufficient horses are available, that will help us in
recruiting. If we get to a nonth before that first set of
four optional Sundays, and we see and we talk to the racing
secretary, the stewards who see the entries every day -- the
raci ng board is across the street fromus -- Roy and Roy and

John Reagan, that we have not enough horses.
Qur definition of sufficient horses is we don't
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want to see horses com ng back and racing two days a week. W
bel i eve horses should race one day a week. They're
confortable racing one day a week. W think you don't have
enough horses when you have to depend on horses to cone back
again to fill races.

Qur format in a five-day program would be 10 races
on Wednesday and Thursday and Sunday and 12 to 13 races on
Friday and Saturday. W are now conducting sone days where we
have 14 and 15 races. W had a five-day week that was a
hol i day week a couple of weeks ago, but it happened to be a
five day because the holiday fell on a Monday. So we raced a

four day, a five day, and then a four day. And in that
five-day week we had 58 races, so 58 races even with the
horses that we have on the grounds.

I think this is our opportunity to nove into the
next |level and recruit additional horses. Again, if we do not
have sufficient horses, we're not interested in going to a
fourth day. |If the fourth day will acconmmodate all the horses
that we have confortably that's our goal and our expectations
woul d be satisfied.

MR, TOURTELOT: Alan, in response to your application,
there's an opposition fromLos Alamtos. You' ve read that?

MR, HOROW TZ: Yes.

MR, TOURTELOT: And in that opposition Rick Henson
states that the night industry has traditionally raced
successfully on a four-night-per-week programformat for many
years. What's your response to that?

MR, HORON TZ: Well, if you look at say this year and
| ast year, that's probably the case, except that Los A, in
their application to race harness in the year 2000 that was
approved by the Board, had an optional fifth day of sufficient
horses in that |icense application. That |icense application
was approved by the Board at Los Al. | think they ran four to
si x weeks of those five-day weeks and then decided they didn't
have sufficient horses to continue for the bal ance of the
neet .

So in terns of tradition we've had three-day
weeks, four-day weeks, five-day weeks, and the one thing | can
tell you that's consistent throughout all of those years is if

we have a certain nunber of horses we race those days. If we
don't, we don't try to stretch a program But we're concerned
about -- and we're sensitive to all of the discussions that

you peopl e have had with the thoroughbred organi zations. Qur
fans want full fields, and it's not good when we put a
four-horse or five-horse race or six-horse race on. And so we
are sensitive to that as well. And if we can't package a
confortable five-day programwe won't run a five-day program

MR, LICHT: How nmany horses do you have on the grounds
now?

MR. HOROW TZ: We have about 800, 850, sonewhere in
there. And we have sone at Greenbriar, a training center
cl ose by in Sacranento.

MR. LICHT: You say the mininumis 9307

MR. HOROW TZ: Well, that's about all the stalls there
are.
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MR. LI CHT: 9907

MR. HOROW TZ: There are 990, but sone of the stalls
are used for storage and ot her purposes, so they're not
avai l abl e to race horses.

MR, LICHT: You say you don't want a four, five-horse
field. What are you looking for an, eight-horse field?

MR, HOROW TZ: That would be wonderful. Last Friday
and Saturday night we had 15 races each night, and we had 130
horses raci ng on one night and 123 on anot her

MR. HARRI'S: When you have 15 races, how | ate do you
get over?

MR. HOROW TZ: It depends. W start at 5:30.

Usually -- it depends. Friday nights are a little slower
because when the thoroughbred neets are also running on Friday
ni ght we have to space our races between their races. And our
i mports and sonme of the thoroughbred inports and sone of the
quarter horse inports also cone. So we'll get out on a
typical Friday night -- I'd say about 11:15, and on a Saturday
night a little earlier, because it's just the quarters and the
harness that are out for the bulk of the evening.

We can put on a race every 20 to 22 minutes, a
live race. And since statutorily we're only able to take six
signal s when we're not overl apped, so on nights that we
overlap with quarters we each get six races. So it's not |ike
we have three cards to have to worry about.

MR, HARRIS: One issue that's cone up is the racing
being able to fund fromthe |license fees and the drug testing

and the -- paying the stewards and sonme of the CHRB costs. |Is
this neet able to do that with the |evel you' ve got?
MR HOROW TZ: We've paid all of our license fees. I|I'm

not privy to the Board's information with regard to sufficient
funds that are generated.

MR. HARRI S: Has the Board | ooked at that?

MR, HOROW TZ: W actually -- and | don't know how many
of the Board nmembers know this -- we actually have a bl ood
testing programthat's conducted by Capitol in conjunction
with the horseman's association for m |k shaking the horses.
That's conducted at our expense. And we've ejected sone
i ndi viduals for violations of the so-called black box.

MR, HARRIS: | was just thinking if you had 15 races,

if you had twice the drug testing costs that sonme neets m ght
have and | was just concerned that we're -- |'m supportive in
part of what you're trying to do.

MR, HORON TZ: If there were additional surcharges that
woul d be necessary we woul d be glad to pay.

MR. WOOD: We do realize that. And we are currently
goi ng through the analyzation of the fair circuit right now,
but the drug testing at the race neets are covering our funds
and our funds are well accounted for

MR, HARRI S: Each neet is supposed to --

MR. LICHT: Have you done your stall outs for this neet
yet ?

MR. HOROW TZ: We have the stall out, but we haven't
been able to advertise nationally. That was the reason this
license application was put on this agenda as opposed to being
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put over a month. Qur race neet ends on next Saturday. And
so it'll give us an opportunity to get to all of our horsenen
as well as get into the trade papers. There is a programin
Al berta, Canada that is -- the scuttlebutt is that there's
going to be sone cutback in their racing opportunity. And
we' ve done real well in the past recruiting out of Canada.
MR, WOOD: One thing | would point out is that this
application does contain dates past Decenber 26th, which
currently have not been allocated to the race committee.
Hi storically we have al ways used that cutoff date for
applications, but this is a unique situation in that this
year -- the second year we'll have year-round harness racing
at one location. So you are -- if you do approve this

application or approving the dates passed the Decenber 26th
allocation. So that's sonething you need as part of the
condition --

MR. TOURTELOT: The Board does have the discretion to
go beyond that.

MR. WOOD: That's exactly right.

MR. LANDSBURG. Does anyone know what the inpact on
Los Al -- the running opposed woul d now have?

MR. HOROW TZ: Well, Rick is here so |I'msure he could
speak.

MR. HENSON: M. Chairman, nmenbers of the conm ssion
Ri ck Henson with Los Alamitos Race Course. W did submit a
letter dated July 5th to the race date comittee in opposition
of the Sunday racing for harness. Traditionally harness is
raced unopposed on Wednesday ni ght and quarter horses have
raced unopposed on Sunday night. |It's been very successfu
for both of us. It certainly will have an econom c inpact on
us if they do race at the sane day that we do on Sunday.
We're not opposed to themracing all year |ong or as many
weeks as they can, but we would like to keep the Sunday
eveni ng for ourselves.

MR, LANDSBURG. W still don't know what inpact that's
goi ng to have.

MR. HENSON: Their operation is simlar to ours. |
t hi nk when you have two breeds racing at night there's nore
handl e generated overall between the two racing associ ations,
but each operation probably doesn't do as nuch as they would
do if they were alone. Froma purse situation -- horseman's

purses, when one entity is up as opposed to two, they're
allowed to bring in 12 out-of-state races. The operator --
the noneys -- the conm ssions fromthose 12 states with the
raci ng associ ation. The purse is generated fromthose 12 is
split 50/50 between the two breeds. That was the way of
dealing with the overlap situation versus the nonoverl ap
situation.

From our situation, we elected to try to go
Wednesday nights to try to have one ni ght a week where harness
patrons could go to the satellite and indeed -- sort of the
run of the satellite. You know, if on Friday nights there
wer e thoroughbred signals up in harness signals and quarter
horse signals, it is probably very difficult to figure out
what's going on. There's a |ot of hubbub. And sone of your



15
16
17
18
19
20
21
22
23
24
25
26
27
28
0035
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
0036
01
02
03
04
05
06
07
08
09
10
11
12
13

own patrons in a particular breed nmight not come out because
they don't have as nmuch access to the anenities in the
facility as they might on another night.

Qur Wednesday nights are nore costly, because
we're up alone. You save npbre when there are two signals.
When two signals go into a satellite, the satellite facility
makes nore noney. There are nore patrons. There are nore
progranms sold. There's a larger handle. There's nore
concession noney. So | think fromthe satellite standpoint
the satellites would all benefit fromthe overlap

But, you know, in the night industry -- we're not
tal king like overlapping on the day industry where it's a nuch
bi gger industry and you're tal king about hundreds of thousands
of dollars. We're dealing with sort of a small cottage

i ndustry, really. | nean, we're growing and we're aspiring to
bi gger and better things, but to those of you who understand
the thoroughbreds a little bit better than the standard breds,
everything is scal ed down.

MR. NEUMEI STER. May | ? David Neuneister

N-e-u-me-i-s-t-e-r. |I'mthe president of the California
Har ness Horseman's Association. Wat M. Henson says is true
internms of the -- in short-termhistory, in terns of the

four-day weeks where they race Sundays and we race Wednesdays.
However, if you go back further, not very nuch further
historically, | think it's inportant for the Board to
understand that as Los Alamtos is objecting to one night a
week of overlap, they are doing so as they are about to enbark
on two nonths of conpletely unoverl apped racing during the

mont hs of August and Septenber. We don't race at all. Now
that Los Alamtos quarter horses have taken the harness
traditional dates at Los Alam tos Race Course, | don't believe

we have one full week of unoverl apped racing.

So in essence, we are asking for one possible day
a week of overlap with the quarter horses on Sunday, if we're
| ucky enough to get sufficient horses from Canada and back
east. Renenber these horses have to cone a |long way to get
here, and we need to entice themto do that. And in this
case, the horsemen agree that bigger fields are better for the
programin the long run. | really believe that the bigger the
fields are, the nore the handle is, and the better the
hor seman do

In addition, the nights that we're asking for

those Sunday nights, if we have enough horses, are during
dates when quarter horses didn't even used to race until this
year. They're during the period of our traditiona
unover | apped days at Los Alamitos. So not to put it too
dramatically, the Los Alanitos objection to ne is somewhat
akin to the crimnal defendant who goes into court after
killing both of his parents and asking for |eniency because
he's now an or phan.

MR. LANDSBURG That's a little bit farfetched.

MR. NEUMEI STER: W are only asking for a possible one
day extra a week during the period when quarter horses never
even raced until this year

M5. MORETTI: This whole thing is a new experinent this
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year with Los Al doing its thing and Sacranento strictly with
the harness. And actually com ng from Sacranmento | have been
rat her encouraged by what's going on up in Sacranmento. And
think it's been very healthy. And | can't wait till next year
to see what the nunbers actually are. But | would actually be
inclined to entertain this post just because of what |'ve seen

up there. If it doesn't work, it doesn't work.

MR, HARRIS: | think it's healthy for themto go five
days if they've got the horses. It just seens |ike what
they're saying is basically -- it's not going to be that much

di fference.
MR. TOURTELOT: Any other questions or comments?
Then the chair will call for a vote -- for a
notion, rather, as to allowing Cal Expo to run the five days
if they have sufficient horses.

MR. WOOD: And that is if the decision is made
adm nistratively?

MR. TOURTELOT: That's kind of it, we don't know what
t he nunber is.

MR, HOROW TZ: We'll be glad to nmeet with the Board's
staff to review the nunbers as soon as we cone back in
Sept enber and give them a heads up of where we are. | nean,
we're not trying to do this in the dark.

MR, HARRI'S: Obviously you could run 15 races four days
a week and it's not going to be any different than running X
nunber of races five days a week.

MR, HOROW TZ: Sone of our enployees would rather do
five days and fewer races. And we've made sone concessions to
various unions when we go to these | ong racing prograns.

MR WOOD: And you have limted your races as per your
application over the |ast several years?

MR. HOROW TZ: \When the Board's staff has had concerns
with regard to the nunber of races and the |ate hours that
some of those racing cards would go, we have had ongoi ng
di scussi ons outside the scope of the contract that would
i ncl ude agreenents and understandings with regard to limting
it.

MR. TOURTELOT: As |'ve often said when | cane on
t he Board ei ght years ago, harness racing was headi ng
north; far north of Sacramento, Washi ngton and ot her
pl aces; and you've done a really good job in what you've
done in the | ast eight years.

So we are going to entertain a notion with respect

to the application for the five days based upon the di scussion
we had.

MR. LANDSBURG So noved

(Motion was carried unani nously)

MS. MORETTI: In that regard can we get a report
obviously fromLos Al and from Capitol Racing saying -- since
this is the first year of experinent, a special report to see
just how the experinent has fared, where we are in terns of
t he nunber of horses and dollars taken, et cetera, and the
over| ap?

MR, TOURTELOT: Would that be appropriate for one of
your subcomm ttees?
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MS. MORETTI: That's not quite under m ne

MR, HARRIS: | think if we get something -- you know,
how t hey have those split up, the different satellites, if
it's working or not.

MR, TOURTELOT: Thank you, again. Next item item¢6
Did we vote in -- yeah, we voted.

Di scussion and action by the Board on the proposed
regul atory anmendnent to CHRB Rule 1691 - colors and nunber, to
permt advertising on jockey attire, owner silks and track
saddl e cl ot hs.

Let me just say at the outset that a year ago this

canme on the agenda. | think we had a 45-day notice period for
di scussion, and the matter was tabled only because it turned
out that -- whether it's true or not -- | don't want to get

into an argunent about whether Magnha was privy to the
agreenent that it worked out between certain associations and

the TOC. Magna represented here that they hadn't even see it.
We said we gave it to Magna. | don't want to put ny dog in
that fight, but the fact is we tabled it so that it could get
resol ved and you would cone back to us and we woul d nove
forward. And there's sone m sunderstandi ng.
This notion today -- this proposed action

today is the CHRB is to anend its rule so that the tracks
and the jockeys and the owners would be free to enter into
such an agreenent, whatever they want. That's not our
responsibility; it's for you all to cone up with an agreenent
that's acceptable to all of you. The only regulation we would
have is to the content -- the stewards approve the content of
the advertiser. So that's what we're here today to do, to
approve this amendnent so that you can go forward and you can
have a year period in which to try this and see how it works.
And it would be the first in the country, to ny know edge,
that would be doing this. So any comments?

MR, BROAD: M. Chairnman and nmenbers. Barry Broad on
behal f of the Jockeys Guild. | know that sonmetimes in this
i ndustry we're addicted to the notion that we're comng up to
t he next panacea, and we don't have any illusions here that
this could work. It could work nmodestly or it could work in a
maj or way. And it kind of depends on market conditions and
how the relationships work out. W do greatly appreciate your
consideration of this and your hopeful approval of it. Gve
us a chance and we'll see if we can nake it work. Thank you.

MR. TOURTELOT: That's the whole idea is that we would
free you of the regulation so that you could then go forward

with an agreenent.

MR. VAN DE KAMP: John Van de Kanp, TOC
Qur Board supports the adoption and supports the idea that it
be evaluated after the first full year's worth of experience.

MR, TOURTELOT: The Board is not approving or passing
on an agreenent between the interested parties. W're just
giving themthe ability to go forward and have that agreenent
and to inplenment it. | think there nmght have been sone
confusion in the past about that. That's really not our
jurisdiction and responsibility.

Any questions or discussions fromany of the Board
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menber s?
Then the chair will entertain a nmotion to approve
the amendment to CHRB Rule 1691
(Motion was unani nously carried)
MR, TOURTELOT: Congratulations. And | hope it works
out. Anyway nunber 7 would be a report by the California
mar keting conmittee.
MS. MORETTI: M. Chairman, since | have requested that
this be on the agenda this nonth, let nme just preface it. |
t hi nk now that we have a full conplenment of the Board, the
last -- last year when the marketing committee gave a report,
I think there were only a couple of us here that were on the
Board then. So | wanted to do it in that light in ternms of
educating the new Board what the marketing is all about. So
if you could start off, Jack, by giving us a little bit of the
origin, howit started and the fact that it's a body with a

specified -- what is it, 6, 7 mllion dollars, that and al so
sunsets, and explain that to the Board, |'d appreciate it.
MR. LIEBAU. M nane is Jack Liebau. |[|'mthe chairnman

of the California Marketing Committee. The California
Marketing Committee consists of six menbers, two fromthe
track, one fromthe north, one fromthe south, two people from
the fairs, and two nenbers fromthe horsemen; so one-third,
one-third, one-third. The origin of it is that prior to the
enactnent of the law, the pronotional funds were distributed
differently in the northern zone than in the central and
sout hern zone.

In the northern zone, the noney went to the
i ndi vidual satellites for expenditure by them And one of the
probl ens perceived was was that there wasn't really enough
funding for each individual satellite for themto have an
i mpact on that particular market. |n the south, the noney was
distributed to the tracks and the tracks used the noney to
have a unified programto support the narketing efforts of the
i ndi vidual satellites.

As is often the case in racing, even though we
were dianetrically opposed to ways of distributing the funds,
people in the north weren't happy and people in the south

weren't happy -- and out of that came the idea that there
woul d be a statewi de marketing conmttee. |t generates about
six mllion dollars that's distributed.

The main marketing nmedia that's used is that of
the NTRA, although there are exceptions to that. The basic
nmoney i s divided between super charging big days at the track
the underlying thought being that it's -- in order to capture

aracing fan it's easier to do it with a live experience than

with an off-track experience. Notw thstanding that, there are
awar eness prograns that are run. These are commercials, T.V.,
radi o, or whatever throughout the year to support the

mar keting efforts at the individual satellites.

Sonme of the outlying satellites are given X nunber
of dollars, because it's not possible to market to an outlying
satellite, for instance Anderson or Eureka, in a statew de
program so there's noney that's distributed to them On the
fair circuit there is what we call fair trials, where X nunber
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of dollars is given to each fair to run a pronotion on a
particular day to attract fans to the racing. And the idea
here is to try to nove people fromthe ferris wheels to the
racetrack

One of the main objectives to begin with was that
we wanted to do sonme database nmarketing or direct mail. W
t hought that would be the npbst economic way of advertising the
racing on a statewide basis. And initially the effort was
going to be to devel op a database. As tine went on, we not
only have done this database, but are in the process of doing
wagering -- tracking wagering by individual custoners and
rewar di ng them t hrough point systens and premiuns. It's sort
of like a frequent flyer program

| am havi ng Shannon MDonal d, who is our staff
menber, distribute to you an executive sumuary that is --
pretty nmuch foll ows what was previously submitted to the
Board. But the mmjor change has been the devel opnent of
this -- what we call the Golden State Rewards Program And

think that's been really our main effort. That's where the
growmth is. And what 1'd |ike to do today is have T. Patrick
St ubbs, who's acted as a consultant to the marketing
committee, give you an explanation as to what the Golden State
Rewards Programis. And with that 1'd like to introduce T.
Pat St ubbs.

MR, STUBBS: Good norning, M. Chairnman, fellow
commi ssioners. The California Marketing Conmittee created the
Gol den States Rewards Network to reward and recognize its
frequent horse racing fans for their |oyal patronage of
California's race tracks and the satellite wagering facilities
t hroughout the Golden State. This |oyal patron program has
been rewardi ng patrons with nerchandi se, food, wagering
vouchers, progranms, and other itens as well

The CMC's goal is to attract and retain horse

raci ng fans by naking horse racing nore fun and rewardi ng for
horse players of all types throughout California. To join the

Gol den State Rewards Network -- and we're going to hand out a
coupl e things here so that you can get an
up-cl ose-and- personal feel for this -- the patrons sinply fill

out an application that |ooks like this (indicating) and
submt it to a custoner service representative at any horse
racing facility in the state of California. The free
menbership is inmediately activated. And the players can earn
one point for every dollar wager, along with an adm ssion
bonus.

The programis sinple to use. The nenbers just
swi pe their GSRN card through the designated slot in the tote

machi nes before wagering and accunul ate points for the prizes.

In June of 2000 the California Marketing Commttee
i naugurated the GSRN pil ot programat six race tracks and
satellite facilities in California, including the Al anmeda
County Fair, Pleasanton, Golden Gate, Del Mar, Surf Side Race
Pl ace, and Bay Meadows.

Quantitative and qualitative research was
conducted following the pilot. The research showed that the
patrons appreci ated the customer recognition program and were
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excited about the prizes that they were receiving. They asked
us for sone additional things and we responded as well. By
the end of the pilot programin Novenmber of 2000, 4,024

pl ayers had enrolled in the Golden State Rewards Network and
accunul ated more than 12-and-a-half mllion points. The
California Marketing Conmttee proceeded and began the
transition frompilot programto a full-fledged statew de

| aunch, beginning in Southern California, March 2001. Since
the Gol den State Rewards Network | aunched in the L. A basin,
the response to the frequent players program has been

t remendous.

The nenbership has grown rapidly. And enroll nent
reports as of this norning show a total of 19,101 nenbers to
date. 1In fact, an average of about 100 new patrons enrol
each day. And yesterday was a trenmendous day here at Del Mar
W were staying into the evening enrolling new patrons out of
both the Turf Club and the grandstands. The total nunber of
redeemabl e points earned today is 93,274,389 and increasing
rapidly.

Those nunbers represent roughly five-and-a-half
percent of the total attendance at the State of California
facilities since April 1. And about 8.2 percent of the handle
in the state of California has been awarded points in this
program

All of the California racetrack facilities are up
and running. Menbers are earning points at each of those
facilities and oftentines nmultiple facilities on a single day.
It not only rewards patrons statewi de, but it also rewards
patrons across California's breeds.

Through |icensing agreenents in cooperation with
the quarter horsenen, Los Al am tos, and Capitol Harness,
patrons can be rewarded at night as well. Since the
begi nni ng, your Golden State Rewards Network team has
enphasi zed the need to reach out and comrunicate not only to
the patrons, but to the California horse racing community as
well. W continually visit each racing facility throughout
the state of California from Anderson down to the border

We continually visit themfor training purposes
and to discuss how they are using the programto better
facilitate custoner service and pronote horse racing. In
fact, tonorrow the Rewards Network will be hosting a nmarketing
conference with marketing representatives and facility
managers fromall over the state, flying in to sit down and
di scuss the programfor later this year and plans for 2002.

It's our goal to continue to provide additiona
val ue for participation in the programand in turn to enhance
the patron's raci ng experience. The system provides the

California Marketing Committee and the individual facilities
with inportant denographic data. As you can see in the form
there we're asking for denmographic data |ike gender, age. As
wel |, patrons are telling us about their |eisure activities
which they participate in. This information will becone
useful in the future for fans of horse racing.

The software witten by the California Horse
Raci ng Resource |Informati on Managenent System Program
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automatically notifies facility managers and their custoner
representatives when a VIP patron is present in their facility
t hrough pages and E-mail. Then the appropriate considerations
can be taken to take care of these patrons. |In May the
California Marketing Commttee and the GSRN team added an
exciting new incentive to the program the Nationa

Thor oughbred Racing Association's E-nmail newsletter. On a
nmont hly basis this NTRA newsletter is now sent out to each of
the GSRN nenbers and encouraging their participation in the
sport, both in northern California and southern California.

It is also used to prompte upconi ng events and the
sal e of merchandi se and other items at the race tracks. Last
month the data store was added to the system This data store
will be used by the CARF facilities mainly for their fair
trials. During the fair trials we had the opportunity to
gat her up the nanmes of those folks that are going fromthe
ferris wheel over to the racetrack. And in the past we
haven't fully exploited the use of this information to bring
t hese people back to the racetrack

Now t hat data can be entered into a centra

dat abase that the GSRN i s managi ng and can be used for
future pronotion of horse racing. Wth the network in

pl ace we al so have the opportunity of inplenmenting for the
first tine a real-tine statew de handi cappi ng

chanpi onshi p, the Gol den State Handi cappi ng Chanpi onship
if you will. We'Ill be talking about this in the future,
and sitting down with representatives fromracetracks al
over the state to tal k about where this m ght take place.
But if you can imagi ne a statew de handi cappi ng

chanpi onship in which players in Anderson, California can
be conpeting agai nst players at Del Mar for a | arge purse
possi bly on one of California's biggest racing days --

As anot her tool to encourage GSRN nmenbership
track and satellite facilities throughout the state are
runni ng | ocal market pronotions. These |ocal narket
pronotions include draw ngs and bonus point days, specifically
for GSRN nenbers. And I'd like to invite sonebody, if you'l
allow nme, up to tell you a little bit nore about |ocal market
pronotions, and that is CARF facility manager and Surf Side
Race Place, M ke Naff (phonetic). Mke, if you' re back there
somewhere -- | believe Dave Elliott and CARF board menber and
Cal Expo facility manager are also here. And he can tell you
alittle bit about how he takes advantage of the information
froma northern California point of view

MR. NAFF: Thank you and wel cone to Surf Side. First
I'"d like to thank the CMC for noving the GSRN program forward
on a statew de basis and their continuing support, and
recognize T. Pat for taking the project fromconception to

i mpl enmentation in such a short period of tinme and with such an
amazi ng anount of success. As we all know reward prograns are
just the standard offering of the custonmer service business
these days. And in the 20 years that | was involved --
previous to my working here at Surf Side, in the Nevada casino
markets it was essential and really considered the nost

i mportant marketing tool avail able.
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It's all about building relationships, loyalty,
and as T. Pat nentioned, it has an inval uabl e database in
customer information and provides an effective marketing tool
Some of the results we've seen -- as T. Pat nentioned, we were
part of the pilot programthat started in June of 2000. W
can | ook back now and take a little bit of a measurement of
the inpact of our nunbers that we've experienced here with our
patrons when we initially inplenmented this in June of 2000
until today.

And one of the better ways to nmeasure that is in
t he per capita nunbers, in other words, the anobunt of wagering
per patron on a daily basis. Wen we started this program
back in June of 2000 and roughly had about a thousand patrons
sign up alnost inmediately for this program we saw an
i mediate junp in close to ten percent for those per capita
nunbers. Here one year |ater we've seen that increase another
ten percent, in other words, 20 percent over what we were
seeing in per capita nunbers conpared to the startup of this
in June of 2000.

We' ve inplenented, as T. Pat had nmentioned, some
sort of val ue-added programs. W have a second-chance draw ng

that we conducted. It works sinply like this, when you nake a
wager with your Golden State Rewards Network card your

menber ship nunber is printed right on the ticket. \Wat we
provide is a drawing drumfor patrons if they have nonw nni ng
tickets, and then towards the end of the day, towards the | ast
races of the day, we'll have a second chance draw ng, and
drawi ng out one of those nunbers and providing those folks
with a prize or a $50 rewards voucher is what we're currently
offering. Since we inplenented that, we saw a ten percent

i ncrease in our per capita handling.

So, you know, we really just scratched the surface
with this. And we're |looking forward -- as T. Pat said --
there's an awful |ot of exciting things we can do, val ue added
programs for custoners.

MR. TOURTELOT: Thank you very nuch

MR. LICHT: | have a question. | know Rick Baker is
here. At Hol |l ywood Park they were using the Golden State
Rewards for -- turn your ticket into the VIP roomto nonitor

| arge pl ayers, and when they started that there was a near
riot there. Literally, people went crazy. They were afraid
that they were -- the IRS was going to get access to this
information, it was going to monitor wins and | osses, it was
going to nonitor |IRS signups, all kinds of things.

And | really think -- fromwhat | understand is,
all that's untrue, that all you do is nmonitor the vol unme of
t he wagers, not wi nners, losers, or anything else. And if
that's true, | really think that needs to go a | ong way
towards your marketing to tell people that, because people are

afraid of all kinds of things. Because in divorce cases,
records are going to be subpoenaed, business transactions, al
ki nds of things like that.

MR. STUBBS: When we | aunched on this project the first
thing we did is we went around the country and took a | ook at
systems that are in place at other facilities, as well as al
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over the state of Nevada, and requested documentation of their
various programs. Interestingly enough, as you night think
that even in the state of Nevada that they would be very
wel | -docunent ed progranms, nost of the progranms consisted of
the less -- probably 12 rules total is the docunentation of
what it was in Nevada

This is the docunentation of everything on Gol den
State Rewards Network, from how to use the systemto 20 pages
of policies as it pertains to the IRS, divorce, death,
everything else that might occur in the course of this system
That is a question that continues to come up. W have
contacted an accounting firmfor an opinion on the subject.
When we have that opinion back -- we've also contacted a | ega
firmfor an opinion on it -- when we have that opinion back
we'll go ahead and release it publicly so we can once and for
all finally deal with that subject.

MR, LICHT: Is it true it just nmonitors the volunme of
the bets? There's no way to determine what the bets actually
wer e?

MR, STUBBS: It is true. The system awards points to
patrons for their wagers in the total of the system It also
awar ds bonus points on a daily basis to patrons for their

adm ssion. And if a facility such as Hol |l ywood Park, which
did a fantastic job in launching the project up in L. A, they
were to award doubl e bonus points on specific days as did

Santa Anita as well, we would award those points. So what the
bank is recording is just the total amount of points. And
actually I'mglad -- 1'Il pass this around for you to take a

| ook.

One of the nost inportant things in a systemlike
this is the privacy of our patrons. There are three people in
the state of California with full access to the systemand --
actually there's only one; his name's Dan Higgins (phonetic).
He's at CHRIMS up in northern California. The other

two individuals that have super user powers, if you will, are
nysel f and Mark Thurman, up at CHRI MS.

Now, the report -- that 1'Il go ahead and
circulate so you can take a look at it -- this is fromone of
our larger players in the system And when you take a | ook at
it you'll see what | nean by that. But at the bottom of the

report basically it shows total points earned, total points
redeened, the per capita, and the total nunber of tinmes that
they came to the track. That's it. The per capita is derived

fromthe adm ssion bonus divided by -- dividing the adm ssion
bonus into the total wager

MR, LICHT: It seens |like sonething that we could use
for security purposes too. In other words, if ny nunber is

printed on when | purchase a pick six ticket and someone el se
cashes that ticket in, that's sonething I would i magi ne M ke
and you guys could use for security purposes.

MR, STUBBS: Absolutely. |In fact, on one of the first
days of the program two interesting things happened. Nunber
one, within an hour of the program being | aunched at the
Al aneda County Fair at Pleasanton, a gentleman there used his
card at Pleasanton -- who's a delivery driver -- drove up to
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have lunch a couple hours later at Col den Gate and ended up
havi ng di nner over at Bay Meadows and used his card at each

| ocation. As he was traveling along, he |ost one of his
vouchers. And he wasn't sure where he lost it. So he asked a
custoner service agent, "you know, | just joined this program
Is there any way this program m ght help find ny voucher, and
we can take care of it?"

W went into the tote room pulled his nmenber
nunber up, found where the voucher had been | ost, and were
able to kill the voucher so that nobody el se was able to use
that voucher, and reissue it. This programis all about
customer service. The nore we can make the custoner happy on
situations |ike that, providing them additional services and

security, we'll continue to build it into the program
MR, HARRI S: | was interested in that per capita
nunber that you said was up 20 percent. |s that of the

menbers or your total facility was up?

MR, STUBBS: That's a total facility nunber, obviously
i npacted by the nmenbers that are in the program Currently
we're running at -- on sone days close to 40 percent of our
handl e i s rewarded through that program

MR, HARRI S: Why woul d a person not want to be a
menber, assuming it would be higher than that at satellite?

MR, STUBBS: Well, | think there's always a little
apprehension to a new product. And M. Licht nade sone
mention as to sonme fears that frankly are unfounded. Again,
in Nevada when we initially started up a player tracking

programin 1991, we had a rather -- what | thought was dismal
startup, about ten percent of our players first year. By the
time | left the Lake Tahoe area our total player track handl e

approached 70 percent. So it's sonething that people | think
tend to get warned up to. And the best salesnen are the
pl ayers thensel ves.

MR, HARRIS: So on narketing it to new players, is this
strictly done at the track or is there a way to market it to
peopl e who are not at the track?

MR. STUBBS: W have an existing list of names that we
mail ed to a previous adm ssions system and so we used that
pretty effectively in trying to draw nenberships as well as
i ncenting signups through pronotional on a large basis |ike
t he Kentucky Derby days and Preakness and so on

UNI DENTI FI ED SPEAKER: To address that as well, a new
part of the systemthat was just inplenented here for the
Del Mar race yesterday -- it's been our concept all along that
one card rewards you statewide. | personally don't like to
have a big thick wallet full of cards and nmenbership cards
from everywhere. And so because of that we thought about turf
club nmenbers at various race tracks and people that carry
around credenti al s.

We have designed into the systemnow the ability
to enroll new patrons, when they would |ike to be, by just

sinmply scanning -- whether it's their Del Mar Turf Club card
or Santa Anita Turf Club card or the Hollywood Park or Bay
Meadows, or Colden Gate Turf Club cards into the system And
the bug sits on the back of the program-- on the back of the
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cards like as on an ATMcard to tell themthat they can use
the systemif they want to.

Yesterday at Del Mar -- we're waiting for the
nunmbers to cone back -- but we did have quite a few turf club
menbers, brand new signups into the systemby -- opting into

the system by scanning their turf club cards into the tote
machi nes. So that's one of many ways. W've al so used E-nmil
mar keting. And comi ng out of the neetings tonorrow, we'l
probably | aunch into nore of a direct mail marketing canpaign
to nodel players to bring out to the racetrack

MR, TOURTELOT: Where do you put the card, right into
the tote machi ne?

UNI DENTI FI ED SPEAKER: Right into the tote machine. On
the right side of the tote machine there's a little slot there
and on the left side you put your bet slip and on the |eft
side you slip your card. There's no reason to ever hand it to
anybody el se; the patron can do it all thensel ves.

MR, TOURTELOT: Did they have to nodify the tote
machi nes for that or was the slot already there?

UNI DENTI FI ED SPEAKER: The sl ot was al ways there and

for years it just wasn't used. |In fact, the biggest problem
we ran into when we |aunched here at Del Mar |ast year on
opening day -- |I'msurprised Joe still has nme around -- is

that a lot of the cards, when we slid themin the machine

everything was all dusty, and so it wasn't readi ng anything.
So we've taken care of that.

MR. LANDSBURG. What is your numbers in terms of the
nunber of players you can handl e administratively before the
system over| oads the process?

UNI DENTI FI ED SPEAKER: The dat abase system -- as far as
overl oadi ng the database --

MR. LANDSBURG. Just the administration of it
Qbvi ously you have to send people out to get information back
that's what |I'mworried about.

UNI DENTI FI ED SPEAKER: When we originally did the pil ot
program and then wrote up the proposal for the full-scale
 aunch, the assunptions that were made were 40 percent of
handle in the state of California.

MR, LANDSBURG | just neant nunber. You have
somewhere near 20,000 now that are nenbers of the program
Where does that go?

UNI DENTI FI ED SPEAKER: We will continue to go up as
hi gh --

MR. LANDSBURG I woul d hope so

UNI DENTI FI ED SPEAKER: As many patrons in the state of
California that want to sign up for the system the system has
been built to handle as many patrons as possible. And, in
fact, we've been contacted by other jurisdictions for themto
get involved with the network. So we can go as |large as
possi bl e.

MR. LANDSBURG. Then will there be outreach -- the |ast
part of that question, to the non-fan -- to use this as a base

to bring in the so-called non-fan
UNI DENTI FI ED SPEAKER: Once we have a | arge enough
dat abase in place where we can take a |ook at the lifestyles
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and the denographics of the patrons that are currently coning
to the track, and then we can go ahead and nodel those folks
and reach out to new people. One of the interesting things
is, and "'msure this isn't a shock, but a | arge percentage of
our people like to do two things. They like casino ganbling
and they like to watch sports on television. So we're

| earning nore and nore about the patrons. Sone of them are
answering questions that we always knew.

MR, HARRI'S: On your budget, which is about 2.5
mllion, how many people are you figuring would be in the
programat the 2.5 nillion dollar |evel?

UNI DENTI FI ED SPEAKER: That was originally part of the
40 percent handle. So we're still growing. W've only been
full-scale |aunched since April 1. So we've got roomto grow.
And the budget is currently there to handle it.

MR, HARRIS: It wasn't really clear. You'll be
operating at Capitol -- how do you separate on that budget?

UNI DENTI FI ED SPEAKER: | don't have in front of nme the
nunbers that you' re speaking to.

MR. HARRIS: | wasn't really sure if a point is earned,
then it goes into valet parking or programs or sonething. How
does that noney actually change hands? Does the person get a
voucher and it allows themto buy a progran? O does the
track turn that in and they pay --

UNI DENTI FI ED SPEAKER: As part of the agreenent to

participate in the program each of the facilities throughout
the state, there are certain soft costs and there are certain
hard costs. Valet parking and admi ssion and things of that
nature woul d be considered a soft cost. Those costs would be
absorbed by the individual facility such as Surf Side Race

Pl ace or Cal Expo or Del Mar as their form of paynent for
participating in the program The additional hard costs would
be sonething along the Iines of nerchandise or food and
beverage or wagering vouchers.

MS. MORETTI: Pat, could you reiterate about what you
sai d about tracking the fair patron, because that to nme is
sonet hi ng obviously transforms fromthis discussion into our
di scussion in the fact that 1've had with other people who
were in the audience in terns of, you know, we say that the
fair is where we generate a |l ot of new fans to the racetracks.
How are you going to track that? | heard you say it, but |
didn't quite understand it.

MR. STUBBS: The CARF facilities have been tremendous
in putting this entire project together. And as we were
reaching out to them and asking them what can we do for you,
what are you currently doing, and how can we nmake what you do
better, one of the things that came up was the fair trials at
whi ch we were gathering names and possi bly sone denographic
material fromthese people that are going fromthe fairs to
the racetrack. But that information, once it was being
gat hered, wasn't necessarily always being utilized for
promoti onal purposes later on in the year. And once we have a
custoner's nanme and we know t hey've been to the racetrack, why

not send thema letter saying "Hey, hope you had a great day
at the races; conme on back for another great day. W' re going
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to be open this weekend with all these great races."

What we designed into the systemnow is a data
store whereby all of that information can be input into the
system And fromthat |ocation the fairs can generate
letters, send E-nmails directly fromthe nachine out to those
patrons, reach out to themand invite themback into their
racing facilities.

Hol | ywood Park actually did a fantastic job of
taki ng advantage of this tool during their race neet. Every
time they had a pick six carry over conme up, the E-mail data
store is right there. They can go in and input the
i nformati on and say, "Big pick six carry over this July; cone
out to any racing facility in the state of California where
you can play it." They would send that E-mail out to notify
folks that might mss it in the newspaper that there was a big
pi ck six carry over.

MS. GRANZELLA: Even the tracks that get together for

speci al pronotions, |ike double points, you know.
MR. STUBBS: W have inpl enented doubl e point prograns
at Hol l ywood Park, Santa Anita, and | believe -- if we haven't

al ready inplemented it up in northern California |l knowit's
on the agenda. At Bay Meadows they gave away T-shirts. At
one point along with their people that had cards | ast week --
| believe, down here at Surf Side, as they were closing up
their race neet, the GSRN fol ks received cards. And | didn't
hear Dave's voice back there, but Dave Elliott up at Cal Expo

has done a tremendous job with his patrons.
The system -- Dave had a programin place whereby

he woul d award parki ng passes for the fairs to his best
pl ayers. And one of the best things about this systemis you
really find out who the best players are. And those fol ks
that are yelling in your face a lot of the tinme weren't really
the best players, just the ones with the | oudest voice. And
what Dave has found out is he has been able to identify new
pl ayers that were out in his roomthat they didn't necessarily
know were in the room A lot of these players do play
sel f-service and when they don't go to a nutual teller we
don't know who they are; therefore we can't take care of them
and continue to keep themhere in the state of California.

MS. GRANZELLA: Have you seen a significant increase in
t he tenants?

MR, STUBBS: Do you want to answer that for Surf Side?

MR, ZIEGLER: The few times we've held pronotions --
particularly we had it one year not |ong ago where we were
giving away T-shirts to nenbers and also to the fol ks that
were interested in signing up. You know, our typica
attendance on the weekend woul d be say 1200, 1300 people, and
on that particular day we had close to 1800. So it's
significant.

MS. GRANZELLA: But did they come and bet or did they
just cone and pick up the T-shirt?

MR. ZIEGLER:  You know, | think that we haven't seen
them just go through turnstiles to just try and get T-shirts.
Basically the benefit for themis to sign up with the Gol den

State Rewards Network card. On that particular day it was a
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good handl e day and typically you see the cap drop on days --
MR. HARRIS: How is Surf Side doing this year?
MR. ZIEGLER: Qur attendance numbers are slightly down,
but our handl e nunbers are up, you know, a small percentage.
MS. MORETTI: Do you have something else to say? 1In

terms of the -- maybe you could clarify, Jack, the sunset --
the budget for this conmttee and how long will this budget
continue to fund this program because --

MR. VAN DE KAMP: This is John Van de Kanp. |'m

vice-chair of the commttee working with Jack and the other
menbers. The |aw sunsets July 1 of next year. And we have a
bill that's in the state |egislature right now that wll
extend it for a nunber of years beyond that. And we hope that
will get out and get signed by the governor so we can continue
on.

I was just going to add -- | know Dave can tel
you nore anecdotal |y about how the program works. | think
those of us on the comittee think it's the nmpbst successfu
thing that we've done. W're catching up with the rest of the
world on this kind of thing. And we are now -- | think
California can say in the racing industry that it has led the
way With this kind of a program And this kind of program
that T. Pat just described is being sought throughout the

racing world and the United States, and will be passing on
through |icense agreenments our technology to other states, and
for which I think we'll get some fair reinbursenment that will

goi ng back into this program

And Jack was just saying CREMS has put together
the software for this program and has been a very inportant
part of it and that, of course, is another very inportant
segment of the California horse racing industry that
Mar k Thurman has headed.

MR, TOURTELOT: | think it's really exciting what
you're doing. |It's interesting on the race date comittee
last -- | don't know a nonth ago, a person |'mnot going to

identify got up who was new to racing, but has sonmewhat of a
manageri al background and kind of took us all to task, saying
what we really need to do in California is to develop a plan
-- a business plan, going on and on about what we ought to do
with respect to our -- and | picked nyself up off the floor
and deci ded what to say without enbarrassing the person too
much, because we have the NTRA, we have a trenmendous job being
done by Jack and his committee on the California Marketing
Committee with pronotions of the tracks, |ike Del Mar, Santa
Anita. | thought it incredul ous that we woul d be adnoni shed
for not having a, quote, business plan for marketing.

So you're doing a great job and it's going to
show. You already told us about the statistics. | think
they're only going to get better

MR, HARRIS: On the plan, this is |like a 6 or 7 mllion
dollar a year -- do | understand there's sone check-off noney
that's going to NTRA for both the horsenen and sonme of the
tracks. Can you quantify how much noney is going to NTRA for
their promotion?

UNI DENTI FI ED SPEAKER: Yes. | can speak for the TOC
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and the anmpunt of noney. We put in approximately a million
and a half, fromthe horsemen about a mllion and a half, from
the tracks conbined that goes to the NTRA. And | serve now on
the Board of the NTRA representing the horsenen of the west.
And they were here just this last Sunday with the press
conference at Holl ywood Park that | think some people in this
room attended about sonme of the things that they're doing
national | y.

And | think it's fair to say things are snpothing
out on the NTRA front. And we're going to see a lot nore
nati onal television on horse racing certainly this year than
we did three or four years ago. And their program seens to be
nmovi ng ahead pretty well, especially since they've conbi ned
with the Breeder's Cup.

MR. TOURTELOT: And their new comercials are a
tremendous i nprovenent over the original ones.

MR. ELLIOTT: Dave Elliott, California State Fair. |
just wanted to add, the tireless efforts of T. Pat and the CMC
and the CREMS staff -- | saw a few of them here. W
i npl emented the program around the first of May; the northern
sites they just had to do it when they did it. And this
program has been real beneficial to us. |In years past w thout
this program we had a hard copy frequent player card that we
i ssued when Stockton began and people punched it out. And
they had to sign out and this and that. And what that did is
they got a free pass to the California State Fair and a free
par ki ng pass during our live neet.

Now with the Gol den State Rewards card, that was

our push to get people to sign up. "Look, if you want your
free fair pass this year you have to sign up for this card.”
And they're using it every day. And like Pat said also it
hel ps better be able to identify who our better players are.
And t hose better players obviously will get better rewards
during the live state fair. So all in all the program has
been very successful with us as well

MR. HARRIS: On the other part of the prograns --
you' re focusing a |l ot on the Golden States Rewards Program
but on the other parts is there sone way you' re evaluating the
ef fecti veness of those dollars being spent on the --

MR. LI EBAU: Jack Liebau. Like everything else, 50
percent might be working, but |I don't know if we know which 50
percent. Yes, we are trying to evaluate that the best we can
And | think at sone point in tine there are going to have to
be sone hard decisions nade as far as allocation of dollars.
And | would assume frankly frommy own perspective if the
Gol den State Rewards program continues to grow that we're
going to have to allocate nore noney to it. And since we
really only have a finite amount at this tine there's going to
have to be sone parts reduced or deleted. So that's an
ongoi ng pass that the conmttee has.

I'"d just like to say in conclusion that |'ve
been -- this program has far exceeded ny expectations. And as
Greg and | and the other directors and nenbers of the
conmittee -- it's hard to believe that we were involved in
anything that became this successful. And | have to attribute
it entirely to T. Pat and -- collectively, to T. Pat, and a
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01 lot of credit goes to Shannon MDonal d, who is unbelievably
02 efficient at keeping after those of us that let things | apse
03 fromtinme to time.

04 And also | think that this is a honegrown system
05 and that's what was touched on. And when we started out we
06 | ooked at several other prograns with a sinmilar nature and we
07 decided that we would go with CHRIMS. And frankly, it's

08 wunbelievable. As far as the software is concerned, we just
09 haven't had any glitches. And it's just worked out

10 marvelously. And for that reason a lot of credit has to go to
11 T. Pat and CHRI M5 and everybody el se that was involved in it.

12 And | know that -- at |east speaking for three nmenbers of the
13 committee -- M. Van de Kanp, nyself -- 1 think that none of
14 the success goes to us. Thank you.

15 MR, TOURTELOT: Thank you, Jack. And thank all the

16 others. W all look forward to watching it grow in the

17 future. We have to nove on now. The next itemw |l be the
18 discussion and action by the Board on the request of the Bay
19 Meadows Operating Conpany -- we're going to take a five-mnute
20 break, and then we'll reconvene.

21 (Recess)

22 MR. TOURTELOT: The next itemis the discussion and

23 action by the Board on the request of the Bay Meadows

24 Operating Conpany to distribute charity race proceeds in the
25 ampunt of $40,599 to 12 beneficiaries.

26 MS. REAGAN:. Conmi ssioners, John Reagan, CHRB staff.

27 This is the sem -annual request from Bay Meadows to distribute
28 the nmoney to the beneficiaries to check out with nore than 88
0065

01 percent of these dollars contributed to horse racing

02 charities. W recommend approval.

03 MR, TOURTELOT: Any questions? The chair wll

04 entertain a notion.

05 MR HARRI'S: | nove we approve.

06 (Motion was unani mously carri ed)

07 MR. LANDSBURG We salute them for 88 percent going to
08 horseman's charities.

09 MR. TOURTELOT: Bay Meadows has al ways been in the

10 forefront of the highest percent of what was required. And

11 after M. Liebau -- you took over fromthe other people, we've
12 had such a great response since then

13 MR, HARRIS: That litigation is still pending.

14 MR. LI EBAU: Yes, that's the case, although I spent

15 three hours in deposition because they're suing us again. And
16 this frankly was sort of a carryover that | inherited in 1992

17 from something that Doris Johnson had established at Bay
18 Meadows and it has been a terrible burden

19 MR, LANDSBURG Ms. Johnson happens to be in the audi ence
20 MR, TOURTELOT: | see Ms. Johnson. Thank you.

21 appreciate Conm ssioner Landsburg for pointing that out.

22 The next and last itemon the agenda before we get

23 to other business is a staff report on the San Joaquin County
24 Fair in Stockton, June 13 through June 24, 2001

25 MR. REAGAN:. Yes, commissioners. This is our

26 end of neet report. And we did hurry this up and make this
27 agenda for a couple of reasons. W wanted to show, first of
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all, the handle and the difference is there. But also there's

been a | ot of discussion about the average field size, and we
wanted to get the first fair to you so we could kind of see
how it's going. And there was a slight decrease, .2 horses
average start per event, but not really significant, |

woul dn't think. But overall that's why we have this report
here today. And if you have any other questions or concerns
we'll try to answer those.

MR. TOURTELOT: M. Harris?

MR. HARRI'S: Actually it is refreshing to see a live
handle. This might be the first nmeet in California this year
that had an up ticket live handle.

MR, TOURTELOT: Any other questions? All right. The
next will be a report fromthe Race Dates Conmittee Chairnman,
which is me. And the report is that we had a neeting and we
put out a press release regarding the neeting asking everybody
to get together to try to resolve sone of the issues that

confront us. And I'mnot optimstic that's been done. In any
event, we'll have another meeting tonorrow and then follow ng
that neeting the race comnittee will make a reconmendation to

the full Board for race dates for the 2002.

What ever we do, it's not going to satisfy
everybody. And as Conm ssioner Harris said, if everybody
hates it that neans it's pretty good. So we have to do the
best we can. |1'd love to give you all the dates you want, but
there's only seven days in a week. And trying to fit 10
things with two days each into seven days doesn't work. But
we'll try to give everybody a little bit.

Sonmebody asked me yesterday why are you having the

race dates conmmittee after the Board neeting, assum ng we were
going to pass on the race dates for 2002 today, but that would
be a big mstake. | don't think we'd have too many people
there. In any event, we're going to vote on it in August.
We're going to make recommendations to the full board in the
August rmneeti ng.
Next itemis general business, comunications,

reports, requests for future action of the Board.

MR, BAKER. My nane is Wayne Baker and |I'mthe
presi dent of the San Luis Rey Downs Horsenen's Associ ation.
I'm here today to request your assistance in |ooking --

MR, TOURTELOT: Could you speak a little |ouder

MR, BAKER: |'m here today to request your assistance
in looking into our situation at San Luis Rey Downs. On July
16th we were told by Magna that our stall rent would be
increasing by 50 percent. |'msure you understand what this
will do to our horsemen. Any help or any advice you could
give us woul d be greatly appreciated. Thank you.
TOURTELOT: \What is the problemwith the stalls?
BAKER: They're going to raise the rent 50 percent.
TOURTELOT: 607
BAKER: 50 percent, from $8 a day to $12 a day.
TOURTELOT: That's Magna?
LANDSBURG: Magna.
. LI EBAU: Jack Liebau. Yes, for a nunber of years
the San Luis Rey horsenmen have requested a subsidy, which has

222293
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not been forthcom ng. Although SCOTW NC does pay a
starter's allowance -- or starter's paynent to those that

start out of San Luis Rey Downs, we |ose, Magnha has been
| osi ng over $750,000 a year. The books are open to the CHRB
and any other public nmenber that has an interest and wants to
review the books. But we sinply cannot continue to | ose
$750,000. | don't think the rent has been raised since 1992
or 1996.

MR. TOURTELOT: How many stalls do you have?

MR. LI EBAU. We have 525 stalls available. W have had
a certain influx of horses because of Del Mar and for that
reason the rent is not going to be raised until Septenber 1st,
so that it won't hurt those people that have noved in for the
Del Mar nmeet. |If our horse population is not sufficient, the
econonics sinply conpel us to close the site. But we sinply
cannot continue to carry this burden of $750,000 |oss a year
We think the facility is a benefit to all of the industry in
California, certainly to Southern California, but it's just
unrealistic to think that burden would be assuned by Magna.

MR, TOURTELOT: How nmuch is the increase, not the
percentage, but the actual increase over what they're paying
down?

MR. LIEBAU: It goes from$8 to $12 and --

MR. TOURTELOT: $4 times 12 is what? Well, that's not
going to get you anywhere near --

MR, LIEBAU. Well, that's a day, M. Chair

MR. TOURTELOT: That's going to cover the 750, 0007

MR. LI EBAU. We hope to get there. Frankly, ny --

MR, TOURTELOT: | didn't think it was per year

MR LIEBAU. -- direction was to sinply close the
thing. | thought if | could raise the rent and come closer to

breaki ng even --

MR, TOURTELOT: When you guys bought it you knew t he
nunbers. | find that --

MR. LI EBAU. Well, you know, first of all the property
was bought, it's no secret, for sonmewhere between 6 or 7
mllion dollars and coul d be devel oped at any point in tinme
for 12 million. If this was just a pure case of economc
greed or corporate greed as sonetines we're accused of, we
woul d just close it and develop it. W hope that it'll
continue at -- you know, to be open at $12. And since | have
about 30 horses there, it's as nmuch a burden on ne as anybody
el se.

MR. HARRIS: | think there was a program where horses
are paid to start?
MR. LI EBAU: Yes, there is. | think John could

comrent, but | think it's 400 and sonething for the first
start and 200 and sonething thereafter

MR. VAN DE KAMP: We're payi hg sonewhere around
$300, 000 a year out of the fund for starters. And | think
we're now up to -- ny nunbers may be a little bit off --
think it's $600 for the first start and 450 thereafter. And
when the Del Mar neeting hit, we had a neeting |ast week and
it becane apparent that the stabling here was going to be
overl oaded and they're going to have to divert sone horses.
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And so they had an increase. W're up to 445 according to
what | heard this morning and up to 525 at San Luis Rey. And
we made it clear that the starter's fee would be nmade

avail able to those horses just noving in as long as they were
stabl ed there at |least ten consecutive days, whether it was
before or after that start, to try to nake it easier on those
who noved in.

We're working, | think -- | talked to Brent
Lauder (phonetic) this norning, who went down and | think
gave the bad news to the trainers at San Luis Rey on the
16th as M. Baker has reported. | started to get tel ephone
calls and a little bit of panic. The good news | think at
| east tentatively is that they're tal ki ng about not August
1st, as was reported to me by sone of the trainers and people
from San Luis Rey, but Septenber 1st, and they're looking to
see if there are any ways they can cut costs.

And |'ve asked M. Carwacki at SCOTWNC to
give us a review of all of the costs we've incurred to try to
help the programto see if there's anything that can be done
to minimze this whole business. And | hope in the next three
or four weeks that we m ght be able to do that. But going

back into history, one -- some of you who were there, |I'm not
sure anybody on this Board was there when this occurred,
al though Alan | know was on the board at TOC -- at one tine
Scott was payi ng $600, 000 a year

MR. TOURTELOT: | was here before TOC becane into
exi stence.

MR. VAN DE KAMP: Ckay. So you were around when
that was going on. The problemwas that very few horses were
being sent actually to start. It was |less than two a day.
Fai rpl ex was averaging two to three tines that. And so it was

believed that a starter's fee to get horses to participate in
raci ng prograns was the best way to go. So we were able to
cut that $600,000 a year, which is paid for by the tracks and
by the horsenmen out of the purses. So it was cut in half
basically, freeing up some nmoney for purses as well as for the

tracks. So all | can say is, in concluding this this norning,
and | hope M. Baker takes this back, we're looking at it to
see what can be done. | would not like to see that facility

cl osed, because | know a | ot of horsemen down here are
dependent on it. On the other hand, there's a | ot of stabling
at Holl ywood and Santa Anita that does not get used. And that
is always a concern. W'd like to see horses out of San Luis
Rey running nore often than they are.

MR, TOURTELOT: John, could you give us a report at the
next neeting what you find out?

MR. VAN DE KAMP. |'d be happy to. | think one
thing I'd like to point out is that historically San Luis Rey
Downs has been a facility that has been used by two-year-olds
with great regularity. Sonme of your biggest owners in
California have all their two-year-olds at San Luis Rey Downs
and then go on to various other tracks. As far as cutting
expenses, believe ne, we've been trying to cut expenses. |
woul d al so point out that there's another facility cl ose by
that has for a nunber of years charged $10 a day. So the $8
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-- | think it"'s really unfair for anybody to point fingers at
Magna for doing this, because it's been going on for |onger
than it should have. And we just sinply can't continue to

i ncur this burden of $750,000 a year. It just doesn't make
any sense.

MR. TOURTELOT: M. Baker

MR, BAKER: |'d just like to say that we're not

pointing fingers at Magna. Wat we're doing is trying to
attenpt to get sole subsidy. And also | think it's incorrect
to say that Fairplex starts two to three tinmes nmore horses
than we do, because |'ve been keeping track of it this year
and that's not true. And if they count the horses that run
fromthe fair neet there, then they probably do start nore
than us, because they have 18 days of racing with all those
horses racing at 12 to 13 races a day. But if you don't count
those you'll find we have equal if not nore starters at San
Lui s Rey Downs.

MR, TOURTELOT: Thank you. |s there a possibility,
Jack, that if the TOC and you all are looking into the
expenses and find that you can shave sone expenses in other
areas that you may not go the full 50 percent increase -- |
mean, Scott Wayne.

MR, WAYNE: Scott Wayne. | think the position of Magna
is we feel that we should be treated the sane as Ponpna is and
that's al ways been the position. | think when we tal k about

the, you know, what has happened in the past there's always
been controversy as to whether San Luis Rey Downs shoul d be
subsi di zed. And at one point in tine there was -- | think
M . Reagan can speak to this -- sonme confusion as to the |aw
whet her a facility that wasn't owned by a racetrack was
eligible for a subsidy or not. And then there was a kind of
stretch of a ruling by the Horse Racing Board staff that it

was -- and there was this $600,000 and there was this period
that nothing was paid. And then there was a starter fee.
And the | aw had be anmended so as to cover any
facility, didn't have to be owned by a racetrack, it now
happens to be owned by a racetrack so it qualifies under
the new law, but it would also qualify under the |aw prior
tothat. And this is just a burden that we cannot sustain
econom cally any longer. So the $12 |ooks like it would
come close to breaking us even. |I'ma little skeptical as
to whether we'll be able to maintain sufficient horse
popul ati on, al though yesterday we were advised that one of
the | eading owners in California is nmoving 12 to 15 horses
in, notwi thstanding the fact that the rent has been
rai sed.

MR, TOURTELOT: M. Baker --

MR. LANDSBURG May | ask a question? 1s there sone
way, Jack, that we can with the staggering of both
information -- | was part of the group that had -- at TOC that
had voted agai nst continuing the subsidies.

MR. LIEBAU. As did other tracks. You weren't alone.

MR. LANDSBURG But in looking at it and in seeing 200
or nore horses down there, nost of themtwo years old, who
will eventually be coming to racing, and trying to find sonme
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way -- some nmechanismwi thin the rules that we can offset sone
of your losses -- perhaps there is a way if we all work
together in the next nonth that you could hold off on the
raise until we at |east have a definition for the raise.

MR, WAYNE: We have said that the raise will not be

effective until Septenber 1st. And | nmust say this is not
news to the people of San Luis Rey Downs. It has been
runored, |'msure, and M. Baker could confirm for a nunber
of nonths that the rent was going to be raised. And frankly,
it's ny fault that it hadn't been done earlier. But we have,
you know, given at |east a nonth-and-a-half notice of the
raise and did that in deference to the people who noved in
fromDel Mar. But we certainly are willing to work with
anybody. There's no question about that. | would rather have
the facility -- | have a personal interest in having the
facility open.

MR. HARRIS: | think there is concern too anmong the
farm sectors and lay-up sectors that are operating privately
absent any kind of subsidies, that we not really subsidize
somebody that's conpeting with, you know --

MR, LANDSBURG. | don't disagree, John, but none of the
farnms are operating at the | evel apparently that San Luis Rey
is.

MR, BAKER: Can | say that San Luis Rey Downs is a
California Horse Racing Board licensed facility. It's not a
farm

MR. TOURTELOT: | would think that with the three
tracks in California, Jack, that Magna woul d have a strong
interest in keeping this facility going. You have
two-year-ol ds out there.

UNI DENTI FI ED SPEAKER: One of the strange things -- and
there may have been sonme recalculation -- but | had offered at
| east the potential of having San Luis Rey funded this sumrer

during the Del Mar nmeeting. |If indeed we could limt the
nunber of horses that would be here at Del Mar, that is that
they coul d handl e enough surplus to reduce the nunmber of
horses on track here, it would reduce the anmount of horses
that would be training on the main track here in the norning.

| think because of the existing nunber of horses
that are already stabled at San Luis Rey that was turned down.
But as | think back on that, the anpbunt of noney that would
have been provided for that woul d have done just about
everything that they needed, | think, to break even, but they
had reached their own conclusion on that.

MR. LIEBAU. That's really unfair. W are staying open
through Del Mar. There's no question. There was never any
di scussi on about subsidi zi ng subsequent to Del Mar. W are
stayi ng open through Del Mar. And we are going to provide as
good facility as we have in the past. And we are doing that
in deference to Del Mar for the good of the industry. W've
gi ven a nont h-and-a-half notice. W aren't asking to nmeke
nmoney on this facility. There's a six-million-dollar
i nvestment there that we're willing to break even on for the
good of the industry. The Board is nore than wel cone to cone
in and audit our books. There's no question about it.
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MR. TOURTELOT: 1'mgoing to cut off the debate on it,
unl ess sone of the conm ssioners protest. W're not going to
resolve it today. | would encourage Jack Liebau and
Scott WAyne to get together between now and the next neeting
to see if there's anything that can be done to shave the 50
percent increase. So you're still going to work towards

relieving your |osses, but doing it in sonme other area.

MR. LANDSBURG. And perhaps TOC can revisit its
posi tion.

MR, TOURTELOT: So that's enough of that. W' re now
noving on to old business. Any issues that are --

MR, HARRI'S: Just on the general business, | would |ike
to announce that we're planning a medications comittee
meeting of the -- a nedications comrittee neeting shortly

before the August neeting, the day before, probably. So if
any of the industry has any issues on nedications they'd |ike
to have reviewed, it would be a good tine to submit it for our
agenda.

MR. LANDSBURG. | have just an old piece of business.
How i s the hospital com ng at Bay Meadows for the horses -- |
mean Col den Gate?

MR. LI EBAU:. The hospital at Golden Gate Fields is
really in the hands of the veterinarian at Golden Gate Fields
to come up with a functional facility. As far as planning is
concerned, the site has been picked. The denplition has taken
pl ace that's necessary to build the site. And it's just sort
of happeni ng.

MR. LANDSBURG It's one of those |long riding waves.

MR. LI EBAU. Exactly, that sometimes you don't have any
control over.

MR, TOURTELOT: Any other old business? W're going to
adj ourn now for purposes of closing the executive session. W
wi |l reconvene, but not for the purposes of taking any other
testimony. Thank you for comi ng.

(Hearing adjourned at 12:50 p.m)
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